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Editor’s Notes

The Changing Of The Guard
First-time visitors to London
nearly always head to Buckingham
Palace for the changing of the
guard. Hundreds and hundreds of
men, women, and children begin to
gather several hours early to get a
preferred position for viewing the
ceremony through the iron fence
surrounding the palace. The event
is conducted with such pomp that it
is easy for one to forget that the
primary purpose of the guard is to
protect those things held dear —
the royal family, the traditions, the
history.
To me, The Woman CPA is one of
those things to hold dear — to be
guarded. I’m protective of The
Woman CPA, and I’m honored to
have served as Captain of her
guard.
The organizations that sponsor
The Woman CPA would not have
been created if ample opportunities
had existed for women to hold
leadership positions in the then
male-dominated professional
accounting organizations. And
without our organizations, The
Woman CPA would not have come
into being as a “means of exchange
of information . . . among
members.”
The Woman CPA is the only
source of information available to
all people everywhere that even
comes close to being a chronicle of
the pursuit of the accounting
profession by women during the
past fifty years. The first volume
stated that there were 125 women
CPAs in the United States. The
second volume listed the names of
the 51 members of AWSCPA. In
several issues, The Woman CPA
listed, by states, each woman who
had passed the CPA examination.
Then, as years went by, the “firsts”
began to be printed in the pages —
the first Beta Alpha Psi chapter to
admit women to membership, the
first woman to be a member of a
state board of accountancy, the first
woman to be president of a state
2/The Woman CPA, October 1989

CPA society.
The firsts have long since been
exhausted. That doesn’t mean,
however, that accounting is now an
open field for women and that their
opportunities equal those of men.
Thus, the chronicle is still
important — and deserving of a
guard.
This is my last issue to serve as
Captain of the guard. Pictured on
this page are the new Captain and
her First Lieutenant. They have
both served with me, and I can
leave the command post with the
comfort that capable, experienced
women are taking over.
When a captain moves to a new
command, it’s customary for him to
bid farewell to those who have
served under him. It’s my time
now. As I have told my staff each
year, nothing would have been
accomplished by me without their
support. Thank you, staff, for your
faithful and loyal service and may
your future service be even more
rewarding.
And this Captain also bids
farewell and sends thanks to the
civilian employees who have served
in support roles. (Even though
members serve in the staff
positions of The Woman CPA, all of
us are assisted and/or supported by
numerous nonmembers.) I
especially want to thank Francie
Jeffery, a member of the English
Department who I retained as copy
editor; Shirley Garrett, our
accounting department secretary;
and all the graduate assistants and
student workers who worked with
me. Finally, I want to thank the
administration at the University of
Central Arkansas for giving me a
reduced teaching assignment
throughout the period of time I
served as editor.
Until we meet again . . .

Betty C. Brown, Ph.D., CPA, CMA,
CIA, will become editor in January
1990. Betty is an associate professor of

accountancy at the University of
Louisville. Previously, she worked in the
tax department of a large trust company
and for a regional CPA firm. Betty is a
member of the Kentucky Society of
CPAs, AWSCPA, AAA, ICMA, IIA,
and AICPA where she serves on the
editorial board of The Journal of
Accountancy. Her articles have
appeared in The Woman CPA, The
Journal of Accounting, Auditing,
and Finance, The International
Journal of Accounting Education
and Research, The Journal of
Accountancy, The National Public
Accountant, and The Practical
Accountant.

Janet L. Colbert, Ph.D., CPA, has
accepted the position of associate editor,
manuscripts. Janet has been serving on

the editorial board. She received a Ph.D.
from the University of Georgia in 1984
and is a CPA in Alabama and Illinois.
She has taught at the university level for
six years and is currently an assistant
professor of accounting at Auburn
University. Previously, she was an
auditor with Peat, Marwick, Ma in for
three years. Janet has published
numerous articles that have appeared in
The Woman CPA, The Practical
Accountant, Internal Auditor,
Journal of Small Business
Management, Certified Accountant,
Accounting Horizons, among others.
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Sexual Stereotyping in
Partnership Decisions:
The Second Stage
Hopkins v. Price Waterhouse
Reaches the Supreme Court
By Martha S. Weisel

Introduction

At first glance, gender bias and the professional
woman in accounting seems to be a contradiction
in terminology. Although there is a long history of
discrimination against the women
“pioneers” entering the
profession [Ried, Acken
and Jancura, 1987, p.
339], the barriers to
entry have eroded.
In the last fifteen
years, women have
entered into the
accounting profession
at an unprecedented
rate. More than 50%
of the women who are
CPAs have received
their professional
accreditation since 1980
[Stillablower, 1985, p.
22]. Today 50% of the
new accountants being
hired are women
[Heaney, 1988, p. 8].
Women accountants
are no longer seen
4/The Woman CPA, October 1989

as a rarity, and major accounting firms routinely
hire women into entry level positions where the
entry level salaries equal those of their male co
workers [Olson and Frieze, 1986, p. 28].
Although women have entered the
professions, certain
barriers remain.
Partnership status
has been particu
larly elusive
for women in
accounting.
Women repre
sented 3% of the
partners in the
Big 8 public
accounting firms
in 1986, as com
pared to 1% in
1983, a small
increase in light of
the growth in the
number of women
actually in the
field [Hooks
and Cheramy,
1988, p. 20].

In 1984, the United States
Supreme Court made its first
decision relating to partnership
decision-making. In Hishon v. King
and Spaulding, [104 S.Ct. 2229,
1984], the highest court determined
that professional partnerships fall
under Title VII of the Civil Rights
Act of 1964 and that partnership
decisions should be evaluated under
the employment discrimination
law; that is, partnerships may not
discriminate on the basis of sex in
choosing partners.
The purpose of this article is to
examine the court’s most recent
decision involving professional
partnerships, Hopkins v. Price
Waterhouse, [57 U.S.L.W. 4469,
1989]. It is a case involving
important issues relating to gender
bias, stereotyping on the basis of
gender, and a professional woman’s
access into the upper ranks.
Hopkins is the first case dealing
with the methodology used by a
partnership in making partnership
decisions. The article has several
objectives including (1) the
development of the factual
background of Hopkins v. Price
Waterhouse and an explanation of
the decisions of the lower courts; (2)
an analysis of the decision of the
United States Supreme Court; and
(3) an examination of the meaning
of the decision to the profession in
general and in particular to women
accountants who are on a
partnership track.

... gender bias and
the professional
woman in accounting
seems to be a
contradiction in
terminology.

Martha S. Weisel is an assistant
professor of Business Law at Hofstra
University, School of Business,
Hempstead, New York. She is admitted
to practice in the courts of the State of
New York and in the federal courts for
the Eastern and Southern Districts.

Background
Ann Hopkins was a senior
manager at Price Waterhouse, a
Big 8 accounting firm. At the time
that she was proposed for
partnership, she had worked at the
firm’s Office of Government
Services [OGS] in Washington,
D.C., for five years. She became a
candidate for partnership when the
partners in her local office
submitted her name as a candidate.
Of the 88 people suggested for
partnership status in 1982, Hopkins
was the only woman considered
[825 F.2d at 462].
After being nominated by her
division, Price Waterhouse
circulated her name together with
an appraisal from OGS to all
partners. Partners submitted
detailed evaluations of the
candidate if they were familiar
with Ms. Hopkins, while those who
did not know her well submitted
brief evaluations. The evaluations
indicated that Hopkins had a
number of strengths and
weaknesses. Clients appeared
pleased with Hopkins’ professional
performance. Staff members
indicated that “she was generally
viewed as a highly competent
project leader who worked long
hours, pushed vigorously to meet
deadlines and demanded much
from the multidisciplinary staffs
with which she worked” [618 F.2d
at 1112]. However, her
relationships with staff members
were troublesome, with both
supporters and detractors noting
“she was sometimes overly
aggressive, unduly harsh, difficult
to work with and impatient with
staff” [618 F.2d at 1113].
Many of the negative comments
concerning Hopkins had a sexual

overtone. Critics suggested that she
needed a “course in charm school”
[825 F.2d at 463]. Even her
supporters reacted negatively to
Ann Hopkins’ personality because
of her gender, noting that “she may
have overcompensated for being a
woman” and that her use of
profanity, though no worse than
many of the men, was offensive
“because she is a lady using foul
language” [825 F.2d at 463].
The concerns of the Price
Waterhouse partners led to the
candidacy of Hopkins, along with
that of 19 male candidates, being
put on hold. Hopkins’ major
supporter, after the initial decision
to hold her back one year, advised
her “to walk more femininely, talk
more femininely, dress more
femininely, wear make-up, have
her hair styled and wear jewelry”
[618 F.2d 1117]. All of the men put
on hold were renominated the
following year and 15 of the 19
became partners [825 F.2d 462].
Hopkins’ division did not
renominate her. At that point,
knowing that it was highly unlikely
that she would become a partner,
Hopkins resigned. Before
resigning, she discussed the matter
with one of the firm’s partners who
agreed with her decision.
The Lower Courts

Ann Hopkins brought her case to
federal district court, arguing that

Hopkins is the first
case dealing with the
methodology used by a
partnership in
making partnership
decisions.
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Price Waterhouse had
discriminated against her on the
basis of her sex. She argued that
she was qualified to be a partner,
that she was not selected, and that
Price Waterhouse continued to seek
partners with her qualifications
[618 F.2d 1113]. Under Title VII of
the Civil Rights Act of 1964, a
plaintiff who meets these criteria
establishes a prima facie case of
employment discrimination on the
basis of sex. Once that is
established, it is up to the
defendant to establish that the
firm’s decision regarding the
plaintiff was not based on
impermissible sexual factors.
Price Waterhouse maintained
that it was Hopkins’ interpersonal
skills, not gender discrimination,
which negated her partnership
chances. The district court noted
that questions relating to
interpersonal skills were a
legitimate concern and that
Hopkins’ style “provided ample
justification for the complaints that
formed the basis of the Policy
Board’s decision (to put her on
hold),” [618 F.Supp. at 1114].
Further, the decision by her office

Partnership status
has been particularly
elusive for women in
accounting.
not to renominate her was,
according to the district court,
related to concerns about her
interpersonal skills rather than any
sexual discrimination [618 F.Supp.
at 1114].
However, the district court
distinguished between Hopkins’
interpersonal skills and the sexual
overtones of many of the comments.
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Ann Hopkins
Photo Credit:
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The court noted that other women
had been evaluated using sex-based
criteria, in that “[candidates were
viewed favorably if partners
believed they maintained their
femininity while becoming
effective professional managers”;
but “[t]o be identified as a women’s
libber was regarded as a negative
comment” [618 F.Supp. at 1117].
The evidence indicated that Price
Waterhouse gave a great deal of
weight to the negative comments
although “those comments reflected
unconscious sexual stereotyping by
male evaluators based on outmoded
attitudes towards women” [825
F.Supp. 1118-9].
The district court which heard
the testimony determined that
these comments were part and
parcel of the regular partnership
evaluation, that the firm did not
discourage such comments, did not
address the need to revise such
thinking, and in fact did not take
any action at all [825 F.Supp. at
1119].
The district court acknowledged
that such thinking could not be
quantified. However, it found that

although her interpersonal skills
were a legitimate subject of
concern, any analysis of her
interpersonal skills was tainted by
Price Waterhouse’s failure to deal
with sexism in its evaluation
scheme.
The lower court’s decision
highlights the two key issues
presented in Hopkins that were
eventually decided by the United
States Supreme Court. The
evaluation process was deemed to
be tainted and this produced what
is called a “mixed motive” issue. In
a mixed motive case, the employer
uses legitimate business concerns
in making an employment decision.
However, those legitimate concerns
are combined with the use of
impermissible sexual
discrimination. According to the
district court, in Hopkins there was
the impermissible sex stereotyping.
However, there was also the
legitimate business concerns
concerning Hopkins’ lack of
interpersonal skills. In such a
scenario, where the plaintiff
(Hopkins) has established that
impermissible factors (sexual
stereotyping) played a significant

Clients appeared
pleased with Hopkins'
professional
performance.
role in denying her a partnership
position, the burden shifts to the
defendant (Price Waterhouse) to
establish that the decision would
have been the same anyway.
For Price Waterhouse to meet its
burden, the district court required
that the accounting partnership
prove that its decision would have
been the same through clear and

convincing evidence. It should be
noted that the District Court had
determined that Hopkins had
already completed the initial prima
facie case, that is, that she was
qualified for the position, that she
was not chosen for the position, and
that Price Waterhouse continued to
look for other partners. At this
juncture, the burden switches to
the defendant.
The normal burden of proof
required for civil cases is
preponderence of evidence,
meaning that the defendant
convinces the trier of facts that the
defendant’s position is more
believable or more likely to have
occurred. The District Court
determined that Price Waterhouse
had not met this requirement, and
found in favor of Hopkins.
The Circuit Court of Appeals
affirmed the lower court’s decision
to shift the burden from Hopkins to
Price Waterhouse once Hopkins
had established her prima facie
case because the facts of Hopkins
involved mixed motives, one that
included Hopkins’ “apparent lack
of interpersonal skills” as well as
the “sexually biased evaluations”
[825 F.2d at 471]. The appellate
court agreed that Price Waterhouse
would have to prove that its
decision was not based on the
impermissibly biased evaluations
by clear and convincing evidence,
a burden that Price Waterhouse
did not meet.

of evidence that must be offered
by an employer in a mixed
motive case once an employee has
established sexual stereotyping,
and (3) level of proof required of an
employer in a mixed motive
employment discrimination case.
A threshold issue in Hopkins was
whether sexual stereotyping is in
fact discrimination in employment
decisions. Although Price
Waterhouse did not specifically
argue this point, the court noted
that by putting the phrase in
quotation marks “throughout its
brief seems to us [the Court] an
insinuation that either such
stereotyping was not present in this
case of that it lacks legal relevance”
[57 USLW at 4475]. The Court
rejected both hypotheses, finding
that forbidding an employer from
stereotyping an individual based on
her gender is just what Congress
had in mind in passing Title VIL
“An employer who objects to
aggresiveness in women but whose
positions require this trait places
intolerable and
women in an
Catch 22: out
impermissible
they behave
of a job if
and out of a
aggressively

United States Supreme
Court Looks At Sexual
Stereotyping and
Burden off Proof

On May 1, 1989, the
United States Supreme
Court handed down its
decision in Hopkins [57 USLW
4469]. The justices looked at three primary
issues including, (1) what is sexual stereotyping
and whether it is legally relevant, (2) the type

job if they don’t. Title VII lifts
women out of this bind” [57 USLW
at 4476]. An employer who acts on
the basis of a belief that a woman
cannot be aggressive or that she
must not be has impermissibly used
sexual stereotypes in reaching an
employment decision [57 USLW at
4475].
The court noted that it is not the
remarks themselves which are
considered sexual stereotyping but
whether the remarks played a part
in the employer’s decision [57
USLW at 4476]. Sexual
stereotyping must be a motivating
factor used by the employer in
making its decision. To determine
this, the Supreme Court suggested
that a question be asked. “If we
asked the employer at the moment
of the decision what its reasons
were and if we received a truthful
response, one of those reasons
would be that the applicant or
employee was a woman” [57 USLW
at 4475].
In Hopkins, the partners’
statements went beyond mere
remarks. The evidence presented
indicated that the partnership
process required partners to make
written comments on candidates,
that a number of the comments
made about Hopkins were based on
sexual stereotypes and that the
Policy Board’s decision was based
on assessing these evaluations,
many of which had sex-based
overtones [Id. at 4476]. The court
noted that it took “no special
training to discern sex stereo typing in a description of an
aggressive female employee
as requiring 'a course at
charm school’ or in Hopkins’
major supporter’s advice,
that she could correct her
‘interpersonal skills’ through
makeup, clothing and jewelry” [57 USLW at
4477].
Having concluded that sexual stereotyping
is a form of gender-based discrimination that
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is legally relevant, the Supreme
Court accepted the District Court’s
conclusion that the comments of the
Price Waterhouse partners in
evaluating Hopkins showed just
such impermissible stereotyping
[Id. at 4475]. The fact that a
number of the comments were
made by supporters rather than
opponents did not change the
court’s decision.
The fact that Hopkins met that
threshold requirement, showing a
prima facie case of employment
discrimination on the basis of sex,
did not end the inquiry. The
Supreme Court acknowledged that
there were other factors present as
well, namely Hopkins’ inadequate
“interpersonal skills.” However, the
interplay between impermissible
sexual stereotyping and Hopkins’
poor interpersonal skills is just
what makes this a mixed motive
type employment discrimination
case.
The Supreme Court began its
analysis of Hopkins by going to the
source, Title VII, stating that:

“[i]n passing Title VII,
Congress made the simple but
momentous announcement that
sex, race, religion, and national
origin are not relevant to the
selection, evaluation, or
compensation of employees.
Yet, the statute does not
purport to limit the other
qualities and characteristics
that employers MAY take into
account in making employment
decisions,” [57 USLW at 4472].
Hopkins argued that Price
Waterhouse’s decision not to make
her a partner was based on her
gender. She argued that once an
employee establishes that her
gender played a part in an
employer’s decision, which she had
done, the employer may not avoid
liability under Title VII. In

8/The Woman CPA, October 1989

contrast, Price Waterhouse argued
that an employer is liable under
Title VII only if the employer’s
decision “gives decisive
consideration to an employee’s
gender ... in making a decision
that affects that employee” [Id. at
4472]. Price Waterhouse argued
that it is up to the employee to
establish not just that gender
figured into the employer’s
decision-making process, but that
the employer’s decision would have
been different if gender had not
been considered. The Supreme
Court concluded that both sides’
views were somewhat distorted.
Price Waterhouse argued that
Title VII meant that the plaintiff
must establish that the
partnership’s decision would have
been different “but-for” the use of
gender in making the decision. The
Supreme Court disagreed, holding
that “[t]he critical inquiry ... is
whether gender was a factor in the
employment decision AT THE
MOMENT IT WAS MADE” [57
USLW at 4473]. Further, the court
noted that gender had only to be
one factor that was considered by
the partnership in making its
decision, not that it had to be the
only factor considered in making
its decision.

The Supreme Court noted that
“while an employer may not take
gender into account in making an
employment decision, ... it is free
to decide against a woman for other
reasons” [Id. at 4473]. Here,
Hopkins established that the
partnership decision-making
process was tainted by the
evaluations which used
stereotypical concepts of women
against her candidacy, an
impermissible concern. However,
the lower court also found that
there were legitimate concerns
about Hopkins’ inability to relate to
lower-level employees.

Where an employer has mixed
motives in making its decision, the
Supreme Court concluded that the
employer must carry the burden of
justifying its ultimate decision [57
USLW at 4475]. The court refused
to require a woman who has
established that gender played a
role in an employment decision to
also establish that the decision
would have been different had
gender not been considered. That is
an obligation that falls on
employers. The employee has the
prima facie responsibility of
establishing that gender was a
motivating factor in making an
employment decision, which
Hopkins met. Having done so, the
burden shifts to the employer to
establish that the decision would
have been the same even if gender
had not been considered. The
Supreme Court rejected Hopkins’
contention that once she established
that sexual stereotyping was used
in the partnership decision-making
process, Price Waterhouse was
liable under Title VII.
The Supreme Court rejected the
lower court’s decision to require
Price Waterhouse to prove that its
decision would have been the same
absent any gender-based
evaluations by clear and convincing
evidence. The highest court
determined that such a
requirement was not necessary in
this type of employment
discrimination case. Just what does
Price Waterhouse have to establish
to show that its decision not to
make Hopkins a partner would be
the same even if no gender-based
information were used? The
Supreme Court determined that
the employer need only prove his
position through a preponderance
of evidence, the evidentiary
standard which is normally used
for civil cases. Therefore, the

(continued on page 9)
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Supreme Court remanded the case
so that Price Waterhouse has the
opportunity to prove by a
preponderance of evidence that its
decision would have been the same
even if the tainted evaluations were
not used.
Conclusion

In 1984, the United States
Supreme Court brought
partnership decision-making under
the ambit of Title VII of the Civil
Rights Act of 1964. The highest
court’s most recent decision,
Hopkins v. Price Waterhouse,
articulates some of the standards
by which partnership decisions will
be reviewed by a court. As such,
the court’s opinion in Hopkins may
be viewed as a primer for
partnership candidates and their
employers. It is a mixed decision.
Women on partnership track can
look to the court’s decision and see
both positives and negatives. That
is also true for the professional
partnerships.
At the outset, women considering
employment discrimination
challenges because a partnership
has failed to make them partners
must be able to develop a strong
prima facie case. This must include
sufficient documentation that the
woman was qualified for the
position of partner, that she was not
selected for partner, and that the
partnership continued to look for
other partners after her candidacy
was denied. Ann Hopkins was able
to develop that type of record. Her
resume was very strong, both in
recommendations from her
colleagues in her division and from
her clients, and in her ability to
help generate business for the firm.
This is a first step in any
employment discrimination case
involving a woman who believes
that she was wrongfully denied a
partnership position.
Once a woman has successfully

met this initial hurdle that gender
played a part in the employer’s
decision not to make the woman a
partner, the burden shifts to the
employer. The Supreme Court’s
decision in Hopkins makes it clear
that although the employer may
have decided not to make a woman
a partner for reasons other than
gender, and that such reasons are
perfectly acceptable, once the
woman establishes that gender
played a role, the employer has the
burden of showing that the decision
was made for non-gender-based
reasons. Therefore, in Hopkins, the
burden is now on Price Waterhouse
to establish through the testimony
and other evidence that they

The Hopkins case sets
a precedent for
employment
discrimination cases
with mixed motives.
present that their decision was
based on Hopkins’ poor
interpersonal skills and not on the
sexual stereotyping that was
revealed in the evaluations.
A most significant point is the
court’s decision to require that the
employer meet its burden only by a
preponderance of evidence rather
than through clear and convincing
evidence, the burden that was
required by the lower courts. Clear
and convincing evidence is an
evidentiary burden which is much
more difficult for an employer to
establish. Hopkins determined that
such a difficult burden is not
required in these types of cases.
The Hopkins case sets a
precedent for employment

discrimination cases with mixed
motives. Sexual stereotyping is
legally relevant to such cases. Once
a woman develops a prima facie
case that gender played a part in
an employer’s decision, the burden
of proof shifts to the employer to
prove with a preponderance of
evidence that the decision would
have been the same if gender had
not been considered. Hopefully, the
case will heighten the awareness
that sexual stereotyping is
discriminatory. A positive outcome
the profession should strive for is to
eliminate sexual stereotyping in all
personnel decisions — not just
partnership decisions.
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Accounting for
Postemployment Benefits

By Steven D. Grossman, Steven M. Flory,
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Early in the 1990’s, corporate
income statements may have to
recognize the costs of other
postemployment benefits (OPEB)
in addition to pensions, and
subsequently, balance sheets may
be reporting a minimum liability.
Some analysts fear that the effect
of these disclosures would be
devastating. Lee Seidler, a senior
managing director of a major
securities firm, stated that such
recognition “. . . could destroy the
balance sheets and income
statements of U.S. companies”
[Berton, 1989].
This statement reflects the
apprehension over what appears to
be a never-ending escalation in the
costs of health-care benefits, the
most common OPEB. Since 1980,
health-care costs have increased at
an annual rate of 10.5 percent. A
report prepared by the House
Select Committee on Aging
estimated that the unfunded
liability for health-care benefits for
the 500 largest U.S. companies is
close to two trillion dollars
[Searfoss and Erickson, 1989]. The
Employee Benefit Research
Institute, a nonpartisan
organization located in
Washington, stated that recognition
of these costs could decrease the
average company’s earnings per
share by thirty percent, while large
companies with as many as five
retirees per active employee would
find their earnings completely
disappearing [Randall, 1989].
Currently, most companies
recognize the costs of OPEB as
expenses in the periods of payment.
The Financial Accounting
Standards Board (FASB) has
proposed a standard to require
companies to report OPEB as
expenses during the periods these
benefits are earned by employees
and to recognize the liability to
provide the benefits. Adoption of
the FASB Exposure Draft on
OPEB could have a significant
impact on the financial statements.
The purpose of this article is to
discuss the theory underlying the
FASB’s proposal and the
implications of this reporting
requirement.

OPEB vs. Pensions

Many of the factors for OPEB
and pensions are the same. Both
costs are measured by using many
of the same actuarial assumptions.

The Financial
Accounting
Standards Board
(FASB) has proposed
a standard to require
companies to report
OPEB as expenses
during the periods
these benefits are
earned by employees
and to recognize the
liability to provide the
benefits.
However, there are also important
differences.
OPEB costs are more difficult to
predict. Unlike pensions, OPEB
costs do not usually have an upper
limit. As health-care costs rise, so
do the costs for the company.
Whereas pensions are usually not
indexed to inflation, health-care
costs are. Also, pension costs
usually have a specified level of
compensation; health-care costs do
not.
Pension benefits are paid to the
retiree and, possibly, the retiree’s
surviving spouse; OPEB often
extends to not only the retiree but
also to his or her spouse and
dependent children. In addition,
OPEB costs increase as utilization
increases. Longer life spans mean
additional health-care costs and,
undoubtedly, increased utilization.
Pension costs are usually funded
as employees earn the benefits. In
contrast, most OPEB costs are paid
as claims occur or as insurance
premiums are due. A major reason
why OPEB costs are not prefunded

is that such payments, unlike those
for pensions, are not tax deductible.
Accounting Requirements
for OPEB
During 1981 to 1983, costs of
OPEB were considered by the
FASB as part of its project on
accounting for all postemployment
benefits. Then in 1984, the FASB
decided to separate pensions and
other postemployment benefits.
In November 1984, the FASB
issued SFAS No. 81, “Disclosure of
Postretirement Health Care and
Life Insurance Benefits.” This
statement requires the disclosure of
descriptions of the benefits
provided, the employees covered,
the accounting and funding policies
for those benefits, and the costs of
the benefits provided in the current
reporting period. Measurement and
recognition issues were not

addressed.
The FASB has tentatively
concluded that these benefits
represent a form of deferred
compensation. The costs and
obligation should be accrued and
recognized in the financial
statements as they are earned by
the employees. The obligation
should be measured by specifically
incorporating such actuarial
criteria as annual incurred claim
costs, health-care cost trend rate,
government requirements,
Medicare reimbursement, discount
rate, employee turnover,
retirement age, life expectancy,
and dependency status. Only
current plan participants should be
used to project the plan’s future
experience.
In its 1989 Exposure Draft,
“Employers’ Accounting for
Postretirement Benefits Other
Than Pensions,” the FASB
prescribed a benefits/years of
service attribution method.
The period of attribution begins
from the date of hire or a specified
later date and ends at the date the
employee becomes eligible for the
full amount of the benefits. An
equal amount of expected benefits
should be allocated to each year of
service during the attribution
The Woman CPA, October 1989/11

period, unless otherwise specified
by the plan.
The transition obligation (or
asset) should be measured as the
unfunded (or overfunded) present
value of the future benefits
expected to be paid to retirees and
other fully eligible plan
participants and a proportionate
amount to all other plan
participants. This off-balance-sheet
obligation (or asset) should be
amortized over the longer of the
average remaining service periods
of active plan participants or
fifteen years. Such recognition
should not be less rapid than
recognition would have been on a
pay-as-you-go basis.
When a plan is initiated or
amended, the effects of the change
on the accumulated benefit
obligation should be considered
retroactive. The resulting prior
service cost should be recognized
by assigning an equal amount to
each future service period to the
full eligibility date. Recognizing
income immediately due to a
negative plan amendment is
prohibited.
Changes in the benefit obligation
of plan asets resulting from actual
experiences being different from
assumptions used or from changes
in actuarial assumptions give rise
to gains and losses. These gains and
losses may be recognized either
immediately or on a delayed basis
using a corridor approach. If
immediate recognition is selected,
gains (losses) must first be offset
against any unrecognized
transition obligation (asset).
A minimum liability must be
recognized on the balance sheet.
The minimum liability is the
unfunded accumulated
postretirement benefit obligation
for retirees and other fully eligible
plan participants. An offsetting
intangible asset should be
recognized to the extent of any
unrecognized prior service cost;
any excess should be reported as a
reduction in equity.
The disclosures required for
OPEB should be similar to those
required for pensions in SFAS No.
12/The Woman CPA, October 1989

CurrentL
y, most
companies recognize
the costs of OPEB as
expenses in the
periods of payment.
87. In addition, the assumed health
care cost trend rate and the effect
of a one percentage point change in
this rate on measuring the
accumulated benefit obligation and
the health-care benefit cost, holding
all other assumptions constant,
should be disclosed.
Justification of
Theoretical Considerations

Several theoretical
considerations are influential in the
FASB’s decision to require the
recognition of OPEB in the
financial statements. These
considerations include the
measurement of the expense, the
measurement of the obligation,
relevance vs. reliability, and
footnote disclosure only.

Measurement of the Expense
In FASB Statement of Financial
Accounting Concepts No. 6,
expenses are defined as follows:
Expenses are outflows or other
using up of assets or incurrences of
liabilities (or a combination of
both) from delivering or producing
goods, rendering services, or
carrying out the other activities
that constitute the entity’s ongoing
major or central operations. [par.
80]

Certainly, postemployment benefits
fit the definition of an expense.
Statement of Financial
Accounting Concepts No. 1,
“Objectives of Financial Reporting
by Business Enterprises,” states
that accrual accounting is more
useful than cash accounting in
providing information concerning
an enterprise’s present and future
ability to generate net cash inflows.
Accrual accounting measures
revenues and expenses in the
periods in which they are earned or
incurred rather than confining
recognition to the periods in which
cash is received or paid.

Recognizing OPEB costs on a payas-you-go basis is cash accounting.
However, with accrual accounting,
OPEB costs are recognized in the
periods in which the company
receives the employee’s service and
the employee earns the benefits.
The accrual of OPEB costs as an
expense on the income statement
will have a dramatic effect. Costs
on an accrual basis may be many
times more than costs on a cash
basis. In addition, the temporary
difference between OPEB costs on
a book vs. tax basis would have
meant a large deferred tax debit
under APB Opinion No. 11. Under
the new rules of accounting for
income taxes stated in SFAS No.
96, the deferred tax debit will be
less while income tax expense will
increase. These effects do not affect
the theoretical desirability of
recognizing OPEB costs on an
accrual basis.

Measurement of the Obligation
In FASB Statement of Financial
Accounting Concepts No. 6,
liabilities are defined as follows:
Liabilities are probable future
sacrifices of economic benefits
arising from present obligations of
a particular entity to transfer
assets or provide services to other
entities in the future as a result of
past transactions or events [par.
35].

If a company has promised
postemployment benefits, then an
obligation exists. The obligation
may not be due until the employee
retires, but it still exists. If pension
benefits are an obligation, certainly
OPEB costs are an obligation, too.
Can a company avoid its
obligation for OPEB by amending
or canceling its plan? A company
that contemplates such an action
must be careful, as much of the
recent litigation has ruled in favor
of the employees (past and present).
The Supreme Court ruled that
vested retirement benefits may not
be reduced or eliminated; if such
rights are altered, the retirees may
sue for breach of contract. Also, a
U.S. Court of Appeals case stated
that retiree benefits are payable for
life if the negotiated contract states

that these benefits will be provided.
The language in a contract is very
important. As long as a change in
the plan is not made, the company
is expected to meet its
commitments when due, unless
there is evidence to the contrary.

Relevance vs. Reliability
Is the information relevant? If a
company’s OPEB obligation is very
large, it must be included in the
financial statements. The OPEB
cost on an accrual basis is surely
more relevant than such
information on a cash basis.
Is the information reliable? Due
to the uncertainties in forecasting
health-care costs, rates of
utilization, and changes in
government programs, estimates of
OPEB costs may have a large
margin of error. Actuarial research
into health-care costs is hardly out
of its infancy. While pension
benefits are calculated using a
definite formula and are predicted
on economic factors that can be
reasonably projected, health-care
benefits cannot be predicted as
accurately. (The trend rate in
health-care costs, unlike pension
costs, has not followed the overall
rate of inflation.) Several actuaries
working with the same OPEB plan
are likely to have significant
disagreements as to costs. There is
a lack of verifiability.
Failure to estimate and to accure
these costs means that the
obligation is zero (not recognized).
The FASB believes that it is better
to try to provide reasonable
estimates and to fail than to not try
at all. As research continues,
actuaries will be able to provide
more reasonable estimates of
OPEB costs. Estimates (e.g., bad
debt expense and warranty
expense) in the financial statements
are not new.

Footnote Disclosure Only
The FASB believes that
disclosing the OPEB costs and
obligation in footnotes only is not an
adequate substitute for recognition
in financial statements. Most users
are not indifferent between footnote
disclosure and recognition. The

FASB believes that measurement
of OPEB costs and obligation is
sufficiently reliable to be included
in the financial statements and that
nonrecognition yields financial
statements that are less useful and
less informative.
Critics contend that the costs of
OPEB cannot be represented by a
single number; until actuaries are
able to produce sufficiently reliable
measures, only a range of numbers
can provide useful information.
Consequently, such a range should
be disclosed in the footnotes rather
than in the financial statements.
This information, using the FASB’s
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own words, “should be
comprehensible to those who have a
reasonable understanding of
business and economic activities
and are willing to study the
information with reasonable
diligence” [Statement of Financial
Accounting Concepts No. 1, par. 34]
Conclusions
The FASB is proposing to
recognize OPEB costs and
obligations in the financial
statements. The enactment of such
a requirement is certain to have a
significant effect in the financial
statements.

Companies may respond to the
FASB’s proposal in a number of
ways. Some may try to raise prices
on their products to compensate for
the increased expenses in their
income statement. Some may not
offer OPEB when they may
otherwise have done so. Others may
try to curtail or eliminate benefits.
Still others may change plans to
specify a dollar amount of employer
coverage, leaving the remaining
costs for the employees to pay; such
plans could schedule benefits based
upon years of service. In all such
possible scenarios, companies will
have to be careful to comply with
government regulations (including
those of the Internal Revenue
Service). In addition, companies
may find themselves involved in
legal action taken by employees
who find their benefits changed.
The FASB believes that it should
not be constrained by the actions
companies might take in response
to its standards. Further, the
FASB’s standards should not be
enacted to encourage or discourage
actions by companies. Financial
reporting should be neutral. If
OPEB costs and obligations exist,
they should be recognized. Ignoring
them does not make them
disappear. Recognizing them
increases the usefulness of financial
statements.
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International

Affairs
Introduction

Preparers of financial reports advocate
flexibility because financial circumstances
differ. In contrast, investors and analysts
advocate comparability, which is enhanced
when flexibility is minimized. The Financial
Accounting Standards Board (FASB) is
trying to strike a balance in this struggle but
often finds itself in a precarious situation.
Certain accounting standards promulgated by
FASB limit alternatives while other
standards allow or even encourage flexibility.
Among the latter is Statement of Financial
14/The Woman CPA, October 1989

Accounting Standards (SFAS) No. 14,
Financial Reporting for Segments of a
Business Enterprise, issued in December
1976. This standard applies to public
companies only and addresses disclosure of
business segments, foreign operations, sales to
major customers, and export sales. This
article examines and discusses the flexibility
in financial reporting of foreign operations by
multi-national corporations (MNCs). An
analysis of foreign operations disclosure
reveals that several methods of geographic
segmentation are employed with grouping by
continent being the most prevalent.

SFAS 14 and Foreign
Operations Disclosure
Foreign operations are deemed

significant and must be disclosed
for each significant geographic
area if either of the two following
conditions are met:
a. Foreign revenue is 10% or
more of consolidated revenue
b. Foreign assets are 10% or
more of consolidated assets
[SFAS 14, p. 153]
If foreign operations are carried
out in only one geographic area, the
enterprise need report this
information only in a foreign versus
domestic manner. In addition, the
disaggregation of revenue,
profitability, and identifiable assets
data must be reconciled to the
consolidated statement [SFAS 14,
p. 153].
“Where’s the flexibility?” Clara
Peller (of the famous “Where’s the
beef?” commercial) might demand.
Paragraph 34 of SFAS 14 stands
out like a sore thumb or like a
shining beacon, depending on one’s
opinion regarding flexibility in
financial reporting. Paragraph 34
gives MNCs wide latitude in
defining geographic areas. It
states, in part:
. .. foreign geographic areas are
individual countries or groups of
countries as may be determined to
be appropriate in an enterprise’s
particular circumstances. No
single method of grouping the
countries in which an enterprise
operates into the geographic areas
can reflect all of the differences
among international business
environments. Each enterprise
shall group its foreign operations
on the basis of the differences that
are most important in its
particular circumstances [SFAS
14, p. 153].

Thus, groupings by geographic
area are left to management
judgment. This leads to a situation
in which one enterprise can disclose

by country, while a similar
enterprise can report by
hemisphere. To illustrate the MNC
dilemma, an overview of the
Marriott Corporation follows.
A Case Study:
The Marriott Corporation

Marriott began as an A&W Root
Beer stand in Washington, D.C., in
1927. Recognizing the seasonality
of sales, J. Willard Marriott, Sr.,
soon expanded his enterprise with
the addition of food. A&W objected

... several methods of
geographic
segmentation are
employed.
to this addition and severed ties
with Marriott. Marriott renamed
his beer and food stands “The Hot
Shoppe.” Within a year, Marriott
opened the first drive-in restaurant
on the east coast. Ten years and
many Hot Shoppes later, Marriott
expanded into the then-new field of
airline catering. In 1957, the
Marriott Corporation acquired its
first motel, which began operating
as the Twin Bridges Marriott
Motor Hotel in Arlington, Virginia.
In 1966, Marriott Corporation
embarked on its first international
venture, an airline catering kitchen
in Caracas, Venezuela. Marriott
opened its first European hotel in
Amsterdam in 1975. In 1982,
Marriott acquired Host
International, a corporation which
owned airport restaurants and
shops. Howard Johnson’s was
purchased in 1985. Over an average
of nearly 20 years, Marriott
Corporation sales have increased at

about 20 percent per year
[Kennedy, 1988].
Despite its size and the apparent
health of its financial statements,
Marriott has been rather tentative
about foreign expansion (It was one
of the last large lodging
corporations to expand into the
European market.) To date, its
foreign revenues or assets have not
met the 10% threshold to activate
the disclosure requirement of
SFAS 14. Thus, the disclosures
presented are voluntary. The
disclosures taken from Marriott’s
1987 financial statement are
representative of the geographic
disclosures contained in the
financial statements for 1983
through 1986. For example, sales of
foreign subsidiaries and affiliates
were $415.2 million in 1987, $286.1
million in 1986, and $213.1 million
in 1985 while foreign income before
income taxes was $19.6 million in
1987, $11.5 million in 1986, and
$21.7 million in 1985 [Marriott
Annual Report, 1987]. Prior to the
1987 financial statement, Marriott
also disclosed foreign assets.
What is the incentive for
Marriott to release this type of
information? Perhaps the
“signalling” theory provides an
explanation. This theory is based on
the premise that a corporation
voluntarily discloses information in
order to provide certain signals to
the market [Penman, 1980]. These
voluntary disclosures typically
relay only good news. However, it is
sometimes advantageous for a
corporation to voluntarily disclose
gloomy information in order to
resist government intervention or a
large wage hike demanded by
labor. In Marriott’s case, the
disclosure is good news. Most
investors are already aware that
Marriott operates overseas; what
they may not know is that foreign
sales and foreign income are on the
rise. Thus, Marriott is signalling
The Woman CPA, October 1989/15

that its foreign
operations and
sales have been
growing. Marriott
disclosed its foreign
operations in the manner
revealed by the research
findings to be most typical.
Research and Methodology
This research examined the
various methods of geographical
grouping used by MNCs. The
National Automated Accounting
Research System (NAARS), a
computer library containing
individual annual reports of over
4,000 firms, was used to pinpoint
firms reporting by geographic

segment. The search phrase “ftnt
(segment w/20 geographic)” was
used to search the annual reports
for 1987. The search phrase asked
NAARS to search within the
footnotes and find each instance
when the word “segment” was
within twenty words of the word
“geographic.” The search returned
440 individual annual reports.
The footnote disclosure of each
annual report was examined to
determine how the geographic
areas were segregated according to
the following categories:
domestic/foreign, hemisphere,
continent, region (e.g., Far East),
and country. In some cases,
categorization was difficult because
MNCs adopted more than one
method of grouping. For example,
a company might report sales,
profitability, and identifiable assets
for the U.S., Canada, Europe, and
South America. In an instance such
as this, the company was
categorized as reporting primarily
by continent.
Of the 440 annual reports
examined, 34 reports were not
usable due to insignificant foreign
involvement (less than 10%) that
exempted the companies from the

16/The Woman CPA, October 1989

reporting
requirements
of SFAS 14.
(Marriott Corporation
is an example of these
34 MNCs.) For the
remaining 406 MNCs,
grouping by continent
was the method most
widely used. Just over half
as many companies chose to
report by the domestic/foreign or
the country categories. Reporting
by region was infrequent, and
reporting by hemisphere was rare.
The major limitation of this
research is the difficulty in
categorizing the geographic
segmentation. Some companies
used a mixture of reporting
methods and, thus, could have been
categorized in several different
ways. When a company reported by
country and continent, its
categorization was based on which
was the most prevalent (i.e., the
number of countries versus the
number of continents). The
exception to this rule occurred
when an MNC separated
information for the U.S., Canada,
and Europe. These MNCs were
classified as reporting by continent,
not by country. When the number
of countries reported equalled the
number of continents, the MNC
was classified as reporting by
continent rather than by country.
Another limitation involved the
search phrase. It is possible that
the search did not retrieve all of the
instances of geographic
segmentation in the NAARS file of
1987 annual reports. However, the
search was sufficiently broad to
capture a large representative
sample. Thus, the results are not
significantly biased.
Research Implications
In Statement of Financial
Accounting Concepts Number 1,

Objectives of Financial Reporting by
Business Enterprises, the FASB
maintains the following position on
financial reporting:
Financial reporting is not an end in
itself but is intended to provide
information that is useful in
making business and economic
decisions — for making reasoned
choices among alternative uses of
scarce resources in the conduct of
business and economic activities
[SFAC 1, p. 8].

However, do the provisions in
SFAS 14 regarding the disclosure
of foreign operations enable an
investor to make a “reasoned
choice”? It seems that they do not.
Imagine a scenario in which the
risks of overseas operations (e.g.,
expropriation, economic conditions,
war, etc.) are being evaluated by an
investor. If the companies being
evaluated report by continent and
have significant Asian operations,

(continued on page 17)
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. . . groupings by
geographic area are
left to management
judgment.
the investor is unable to tell
whether the operations are in a
stable country such as Japan or in a
volatile environment such as
Vietnam or Cambodia. Thus, a
“reasoned choice” on the basis of
foreign operations disclosure is
limited by the flexibility allowed by
SFAS 14.
Is it necessary for FASB to
reduce this flexibility? After all, if
one presumes that the market is
efficient then “. . . corporations will
be motivated to upgrade their
financial disclosure in order to
obtain scarce money capital as
cheaply as possible” [Choi, 1979, p.
159]. However, the research results
show that corporations have not
been motivated to clearly indicate
market risk concerning foreign
operations. In the absence of this
motivation, the FASB needs to
strengthen the reporting
requirements. A workable
alternative to current SFAS 14
geographic segment requirements
would be to require MNCs to
segment information according to
country. For MNCs operating in a
large number of countires, the
disaggregation could be limited to
ten countries, similar to the
treatment for line-of-business
(LOB) disclosures. Disclosure by
country better enables the investor
to assess risk.
Additionally, for personal and
moral reasons, certain investors
might prefer not to invest in
companies that do business in
certain countries, such as in South
Africa. Since SFAS 14 allows

latitude in geographic reporting, the
MNC might disclose only that
business is conducted in Africa.
The investor then has three choices:
to investigate further, checking
other sources to determine whether
the enterprise is conducting
business in South Africa; to invest
and hope the enterprise is not
involved in South Africa; or to
choose not to invest in any company
that reports that it does business in
Africa. The FASB does not address
this issue in considering the
objectives of financial reporting,
but perhaps it should. In the area of
social disclosure, the U.S. lags
behind the industrialized Western

A workable
alternative to current
SFAS 14 geographic
segment requirements
would be to require
MNCs to segment
information
according to country.
European countries (most notably
West Germany).
Extensions of Research
Further research could be done
to determine whether some pattern
in geographic segment reporting
has developed. For example, five
years could be studied to see
whether companies are switching
from reporting by country to
reporting by continent or vice
versa.
In addition, a researcher could
determine whether common
characteristics exist among MNCs
that use the same geographic
segmentation method. Perhaps

these common characteristics lead
an MNC to choose a particular
grouping method.
Lastly, studies done on the
requirements for LOB
segmentation suggest further
research opportunities in the area
of geographic disclosure. In 1979,
Collins and Simonds showed a
downward trend in market risk
(beta) after the SEC LOB
requirement became effective.
Baldwin [1984] explored the effect
of LOB disclosure on the ability of
security analysts to predict
earnings per share (EPS). Twombly
empirically tested the hypothesis
“that disclosures by firms whose
markets had different levels of
concentration would have different
implications for the distribution
functions of returns assessed by
capital market agents” [1979, p.
77]. He found that the Federal
Trade Commission requirements
for LOB segmentation “provided no
unanticipated information to the
capital market” [1979, p. 77]. To
date, no one has empirically studied
geographic disclosure and its effect
on market risk or EPS.
Conclusion
SFAS 14 allows great latitude in
the grouping of geographic areas.
The question remains whether this
latitude renders the information
useless. Evaluation of risk is
difficult when a corporation reports
by continent, the most popular
method of grouping according to
this research. In the current

Evaluation of risk is
difficult when a
corporation reports by
continent.
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climate of increasing multi
national involvement, it may be
time for FASB to examine SFAS
14 as it pertains to foreign
operations and reduce some of the
flexibility.
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Request For Articles
Editor: Yvonne O. Braune
Department of Public Utilities
Tacoma, WA 98411

The purpose of the
non-business column is
to provide readers with
practical and theoretical
information relevant to
not-for-profit entities
and state and local
governments.
Currently, the
question of whom is the
primary standard setter
of GAAP for non
business is a subject of
interest. Other topics
attracting attention are
the single-audit act,
the related SASs,
arbitrage rebate

rules for tax- exempt
bonds, the Measurement
Focus and Basis of
Accounting —
Governmental Funds
and the changes
associated with it,
GAGAS, and pension
accounting, to name a
few.
I welcome your
articles sharing your
experience and ideas
relevant to this area of
accounting. Manuscripts
should be four to six
pages long, double
spaced and typed.

It's easy for your small business
accounts to clean up their act.

Instead of a 3-up checkbook,
switch them to a McBee one-write.
DISBURSEMENTS JOURNAL
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In short, it means an affordable and
profitable client/accountant relationship.
Affordable to your client. Profitable
to you.
Have my local McBee Representative contact me.
□ Let me have a copy of your new 78-page
Accountant's Catalog of McBee one-write systems.
PHONE

NAME_________
FIRM __________

W 1 0 /8 9

One of the problems with a client
running a business with a 3-up check
book is that it inevitably leads to
“shoe box" accounting — with all its
shortcomings.
For your practice to grow you need
new small business accounts. But you
can't afford to spend time wrestling with
check stubs and loose vouchers, unidenti
fied invoices and missing checks.
Because a business is small is no rea
son its recordkeeping can't be first class.
McBee has been proving that for almost
50 years.
A McBee one-write system in these
same clients' hands provides all the
benefits of sound bookkeeping. At the
same time, it affords your staff the ease and
accuracy of working with clean, organized
journals. It means being provided pre-proven
figures, cross-footed and balanced.

ADDRESS______
CITY / STATE / ZIP

299 Cherry Hill Rd., Parsippany, NJ 07054 (201) 263-3225

McBee

systems
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The CPA Gets Audited
Quality Control/Peer Review
Gains Acceptance
By Erich Obersteiner and Heidi Hylton Meier

In recent years, the public
accounting profession has been
exposed to allegations of audit
failure and malpractice. Such
allegations, even when
subsequently shown to be
unsubstantiated, often have serious
consequences on the credibility of
the professional work done by the
firms cited. Additionally, the
profession itself becomes the target
of unfavorable publicity and
demands are made for increased
federal regulation of the accounting
profession and the firms that
provide the accounting services.
As a result of these
developments, the accounting
profession has become much more
concerned with questions of quality
control and the maintenance of
high professional standards for its
work. Great efforts have been made
to improve self-regulation of
members of the profession.
More than ten years have passed
since the American Institute of
CPAs (AICPA) instituted a
program of self-regulation. The
AICPA created the Division for
CPA Firms and encouraged
accounting firms to voluntarily
become members of the SEC
20/The Woman CPA, October 1989

Practice Section (SECPS) or the
Private Companies Practice
Section (PCPS), or both. The
objectives of the AICPA are to
improve the quality of practice in
CPA firms and to establish an
effective means of self-regulation.
In order to meet these objectives,
the division requires that each
member firm engage in a triennial
peer review as a means of testing
the firm’s system of quality control.
Peer review has become the
major force in the accounting
profession’s program of self
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regulation. Part of this review
includes an evaluation of the
adequacy of an accounting firm’s
system of quality control to
determine adherence to the
standards outlined in the
Statement on Quality Control
Standards No. 1, System of Quality
Control for a CPA Firm [AICPA,
1979]. Peer review has been
accepted by the membership of the
AICPA and by the SEC as an
effective means of ensuring quality
practices and of regulating the
profession.
Survey of Local and
Regional Accounting Firms
The information presented in this
article was derived from a national
survey conducted in the spring of
1987 to assess current participation
in quality control and peer review
programs by local and regional
accounting firms. The sample of
firms included in this survey was
randomly selected from the 1984
edition of the AICPA list of
members. Since the prupose of the
study was to test local and regional
firms’ compliance with quality
control and peer review

requirements, the
Big Eight and other
large national firms
were not included
in the survey. Of the
remaining firms on
the membership list,
every fifth firm was
chosen. The sample
included 437 firms
from all 50 states,
the District of
Columbia and Puerto
Rico. Of the 437
questionnaires
mailed, 202, or 46.2%,
usable responses were
received, and 60, or
13.7%, were returned
as undeliverable.
For a more thorough
analysis of the
responses to the
questionnaire, the
responding accounting
firms were divided into three
groups according to size. Small
firms were defined as those firms
with gross annual revenues up to
$500,000; Medium firms as those
having gross annual revenues from
$500,001 to $1,000,000; and Large
firms as those having gross annual
revenues over $1,000,000. The
number of firms and the
percentage of total respondents for
each of these groups are as follows:
Small firms — 29 firms or 14.4%;
Medium firms — 54 firms or 26.7%;
and Large firms — 119 or 58.9%.
Quality Control Programs.
Both the Private Companies and
SEC Practice Sections impose a
mandatory requirement of a
quality control program on their
member firms. Table 1 reports the
level of compliance with this
requirement achieved by local and
,regional firms. It is interesting to
note that nearly all respondents
(99.5%) have a quality control

Medium, and Large firms were
found to be insignificant.

Audited and unaudited workpaper
reviews and report reviews seem to
be the most popular forms of quality
control used by the firms in the
sample. Firm policy review,
practiced by more than 75% of the
firms surveyed, appears to indicate
that firms are genuinely concerned
with the quality of work done.

Table 3 shows the methods
respondent firms use to implement
their quality control programs.
Most of the firms participating in
this survey reported extensive “in
house” reviews of their work. In
addition, about two-thirds of the
firms also report AICPA or outside
reviews as part of their quality
control program. Only about 6% of
the firms surveyed report reviews
by members of the association to
which the firm belongs. It should
also be noted that differences
between the implementation of the
programs among the Small,

Participation in Peer Review
and the Division for CPA
Firms.
Table 4 shows that an
overwhelming
number of the
respondents
reported a peer
review with
in the last
three years.
This is true
for all sizes of
firms and
approaches 100%
for the Large firms.
The high degree
of compliance with
quality control
requirements and the
level of participation in
peer reviews indicate that
the local and regional firms
surveyed share the goals of the
accounting profession to provide
quality services in a self-regulated
environment. This goal congruence
is more clearly demonstrated by
the levels of participation in the
AICPA’s Division for CPA Firms.
Table 5 shows the participation
rates of respondent firms according
to the section(s) to which they
belong.
Almost 95% of the firms
responding to the survey reported
membership in the PCPS, the
SECPS, or both. The participation
rate for small firms is a very
substantial 86.2%.
Results of the Previous Study
In 1979, a study similar to the
current one was conducted as a
means of determining early
compliance of local and regional
CPA firms to the then recently

established requirements of the
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More than ten years
have passed since the
American Institute of
CPAs (AICPA)
instituted a program
of self-regulation.
Division for CPA Firms
[Obersteiner, 1982]. The earlier
study was limited to a survey of
CPA firms registered in the state of
Ohio, and therefore differs from the
current study in scope and
comprehensiveness but is
comparable in focus and content.
The previous study revealed that
only 34.1% of the surveyed firms
had a quality control program in
1979. Of those firms that had a
quality control program, the
majority of the firms would have
been categorized as Large firms
(gross annual revenues over
$1,000,000). Work paper review for
audits, report reviews, and tax
return reviews were the most
common forms of quality control
programs reported, and these
patterns held for all firms,
regardless of their size. With
respect to program implementation,
94.4% of the firms reported that the
quality review was performed “in
house,” while only 15.7% reported
that the review was performed by
an outside firm, and 6.1% indicated
review by the AICPA.
Only 7.7% of the firms
responding to the 1979 survey
reported having a peer review
within the previous three years. Of
those firms, large firms made up
60% while no small firms had
undertaken reviews.
One explanation for the low
participation rates in 1979 can be
inferred from the low percentage of
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TABLE 1
Existence of a Quality Control Program
by Size of Firm
(Percent of Firms Responding)

Firm has a Quality
Control Program
Firm Lacks a Quality
Control Program

Small Firms:
Medium Firms:

Large Firms:

All
Firms

Small
Firms

Medium
Firms

Large
Firms

99.5%

100.0%

98.1%

100.0%

0.5

0.0

1.9

0.0

Gross Annual Revenues up to $500,000
Gross Annual Revenues between $500,001 and
$1,000,000
Gross Annual Revenue over $1,000,000

TABLE 2
Types of Quality Control Programs
(Percent of Firms Responding)
All
Firms

Small
Firms

Medium
Firms

Large
Firms

Workpaper Review
— Audits

96.5%

89.7%

94.4%

99.2%

Workpaper Review
— Unaudited Reports

92.1

86.2

85.2

96.6

Report Review

94.6

93.1

92.6

95.8

Firm Policy Review

78.7

72.4

68.5

84.9

Tax Return Review

56.9

62.1

53.7

57.1

13.9

10.3

13.0

15.1

Other Means of
Quality Control
(Hiring, Promotion,
Professional Development)

Small Firms:
Medium Firms:
Large Firms:

Gross Annual Revenues up to $500,000
Gross Annual Revenues between $500,001 and
$1,000,000
Gross Annual Revenue over $1,000,000

the respondents that were members
of the Division for CPA Firms.
Over 70% of the total firms in the
sample stated that they did not
hold membership in either the
PCPS or SECPS. As would be
expected, fewer small- and
medium-sized firms were members
of the Division. Even among the
large firms, however, more than
one-fifth did not belong to either of
the sections. In addition, when the
1979 survey was conducted, the
Division for CPA Firms had been
in existence for only two years, and
many of the firms that were
members were still preparing to
meet the mandatory requirements.
Progress in Quality Control
Comparison of the results of these
two studies show that great strides
have been made by local and
regional accounting firms in
establishing quality control
programs and actively
participating in the review of these
programs. For example, in the
intervening eight-year period, the
percentage of surveyed local and
regional accounting firms with
quality control programs has
increased from about one-third to
nearly 95%. Although the types of
programs that these firms have
established are very similar to
those reported in the earlier study,
there does seem to be less emphasis
on tax workpaper review. The
results would also indicate a shift
from almost exclusive “in house”
reviews to a greater use of reviews
conducted by AICPA review teams
and outside firms.
Conclusion
Over the past decade, the
accounting profession has made
great efforts to establish a program
of self-regulation that would be
accepted by the profession as well
as the general public. The results of

TABLE 3
Methods of Implementation
(Percent of Firms Responding)
All
Firms

Small
Firms

Medium
Firms

Large
Firms

73.1%

79.3%

64.8%

72.3%

Quality Review Performed:
Within the Office

In the Office Within
the Firm or an
Associated Firm

9.4

13.4

3.7

10.9

By the AICPA

20.8

20.7

31.5

16.0

By an Outside Firm

45.0

41.4

40.7

47.9

5.9

6.9

3.7

6.7

Other
(Primarily by Associations
to which the firm belongs)

Small Firms:
Medium Firms:

Large Firms:

Gross Annual Revenues up to $500,000
Gross Annual Revenues between $500,001 and
$1,000,000
Gross Annual Revenue over $1,000,000

TABLE 4
Peer Review Within the Last Three Years
(Percent of Firms Responding)
All
Firms

Small
Firms

Medium
Firms

Large
Firms

Yes

94.5%

86.2%

90.7%

98.3%

No

1.5

3.4

3.7

0.0

No Response

4.0

10.4

5.6

1.7

Small Firms:
Medium Firms:

Large Firms:

Gross Annual Revenues up to $500,000
Gross Annual Revenues between $500,001 and
$1,000,000
Gross Annual Revenue over $1,000,000

The Woman CPA, October 1989/23

this survey in comparison with
those of an earlier study provide
evidence that many local and
regional accounting firms have
accepted the concept of quality
control, peer review, and self
regulation.
One of the most dramatic
changes over the last ten years is
the level of participation in peer
reviews and in the AICPA
Divisions for SEC Practice and
Private Companies Practice. The
percentage of firms that have had a
peer review has increased nearly
twelve times, while membership in
the PCPS and/or SECPS has more
than tripled.
It would appear that the
profession has accepted
wholeheartedly the concept of self
regulation, quality control, and
peer review. Larger firms, as
would be expected, are in the
forefront of this trend. The
evidence suggests, however, that
small- and medium-sized firms
deem compliance with AICPA
guidelines to be important.
Furthermore, it is expected that
this trend will continue, and even
accelerate, when the new quality
control requirements of the AICPA
become effective later this year.
References
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90071,(213)612-7766.

24/The Woman CPA, October 1989

Peer Review for Ohio CPA Firms,”
The Ohio CPA Journal (Spring
1982), pp. 103-105.

, Statement on Quality
Control Standards No. 1 (1979).
Obersteiner, Erich, “Quality Control and

TABLE 5
Membership in AICPA Sections
(Percent of Firms Responding)
All
Firms

Small
Firms

62.9%

75.9%

68.5%

57.2%

1.0

3.4

0.0

0.8

Both Sections

30.2

6.9

20.4

40.3

Total Participation

94.1

86.2

88.9

98.3

5.9

13.8

11.1

1.7

100.0

100.0

100.0

100.0

Private Companies
Practice Section
SEC Practice Section

None of the Sections
Total
Small Firms:
Medium Firms:

Large Firms:

Medium
Firms

Large
Firms

Gross Annual Revenues up to $500,000
Gross Annual Revenues between $500,001 and
$1,000,000
Gross Annual Revenue over $1,000,000

ATTENTION
American Accounting
Association Members
If you are interested in the formation of a Gender Issues
in Accounting Section of the American Accounting
Association, apply for membership today.
OBJECTIVES: The Gender Issues in Accounting Section of the
American Accounting Association has the overall objective of
facilitating interaction among Association members regarding
gender issues as they relate to accounting practice, research and
education.
MEMBERSHIP: All persons who pay the annual dues levied by
The Gender Issues in Accounting Section, subject to the rules of
the American Accounting Association, shall be members of the
Section.
One-Year Membership — $2.00;
Two-Year Membership — $4.00

Enclosed is my payment of $for--------- year(s).
Make checks payable to: The American Accounting Association —
Gender Issues in Accounting Section
Mail checks to: Professor Robert A. Nehmer
College of Adm. Science — Ohio State University
Columbus, Ohio 43210-1399

SERVICE INFORMATION
BUSINESS WOMEN
LEADERSHIP MEDIA
Corporate America is recognizing the power of busi
ness women. You and your business are now in focus.
Advertisers that have appeared on the pages of this
magazine have made special efforts to let you know
that you or your business are valuable to them. Please
respond and participate in a special drawing in the
Spring of 1990 (Your chance to win some of our adver
tisers’ gifts).
Please send me information on (Please circle ALL that
apply):

1) Any copiers 2) Personal copier 3) Large copier
4) Any Fax 5) Brother Fax 6) Sharp Fax
7) Typewriters with memory/screen 8) Electric
typewriter 9) Binding systems for reports
10) Dictating machine 11) Computers 12) Software/
word processing 13) Other software 14) Franchise
opportunities 15) Venture capital 16) Financial
planning 17) German Government lottery
18) Health spas and resorts 19) Career fashion
20) Business seminars

Special group discounts
25) Panty hose by mail 26) Any office
equipment 27) Home office equipment
28) Office supplies 29) Payroll service
30) Hotels 31) Long distance phone
service 32) Frequent traveler programs

Free Samples:
33) Office supplies 34) Toiletries 35) A
secretary/administrative assistant newsletter

37) Other information not listed?

CORPORATE GIFTS FOR YOUR CHAPTER’S
MEETINGS with more than 100 participants: Please
enclose a note with information or call (212) 695-3000.
Keep our name and address for future events.

JOB PROMOTIONS GIFTS for your female em
ployees on the success path: Please keep us informed
who is being promoted, and we’ll help you celebrate.

Name___________________________________________
Company Name_________________________________
(Home/Business) Address________________________

City

State

Zip

Please mail this coupon to:
Business Women Leadership Media
P.O. Box 1524, Port Washington, NY 11050

BUSINESS WOMEN SURVEY
We would appreciate you taking a few moments to tell us about yourself and your business interests. Please answer
as completely as possible. All answers will remain confidential and will be used for statistical purposes only.
1. Please write the name of the publication in which this survey
What type of vehicles do you or other household members now
own? (CHECK ALL THAT APPLY.)
appears:
6ImportImportDomestic European Japanese
2 What do you usually do with your issue of this magazine when
Mini Van........................
36-1 □
37-1 □
38-1 □
you are done reading it? (CHECK ALL THAT APPLY.)
Luxury ..........................
-2 □
-2 □
-2 □
7-1 □ Save issue for future reference
-3 □
Intermediate..................
-3 □
-3 □
2 □ Clip and save items of interest
-4 □
-4 □
-4 □
Standard........................
3 □ Discard issue
-5 □
-5 □
-5 □
Compact........................
4 □ Pass along to friends or colleagues
-6 □
Subcompact..................
-6 □
-6 □
How many people, including yourself, usually read your issue?
Sport utility (Blazer, Jeep,
(# of people)
(8-9)
Cherokee, etc.)..............
-7 □
-7 □
-7 □
-8 □
-8 □
None of the above........
-8 □
11. Where are your vehicles serviced? (CHECK ALL THAT APPLY.)
Approximately how many people, including yourself, are
39-1 □ Authorized dealer
-3 □ Gas station/Local repair
employed by your company? (Please include all branches,
-2 □ Retail/Automotive
shop
divisions, other locations, etc.) (PLEASE CHECK ONE.)
center
-4 □ Self or spouse services
10-1 □ 1 - 9
-7 □ 3,000 or more
-4 □ 100- 499
-8 □ Government
-2 □ 10-49
-5 □ 500- 999
12. Please indicate the make of the most recent vehicle acquired by
-3 □ 50 - 99
-6 □ 1,000-2,999
you or your household for either business or personal use.
(CHECK ONLY ONE.)
40-1 □ Ford
-4 □ Import/Japanese
4a. Do you have an office at home?
-2 □ G.M.
-5 □ Import/European
11-1 □ Yes -2 □ No
-3 No, but planning to have one
-3 □ Chrysler
1 3 Thinking about the last car you or your household acquired: Was
4b. If “Yes,” is it:
it purchased:
12-1 □ Your primary business -3 □ Used as secondary office
41-1 □ New
-2 □ Used
or
-3 □ Leased
-2 □ Your secondary business -4 □ Other
Model Year:
(42) Amount Paid: $
(43-45)

5a. What is your title, position or rank? (Please be specific, i.e.,
Owner, President, Marketing Director, Sales-equipment, etc.)
(13-14)

DEMOGRAPHIC INFORMATION:
2.

5b. Are you currently a sole practitioner?
15-1 □ Yes
-2 □ No
5c.

6.

7.

8.

If you are an owner, partner or sole practitioner, please specify
your company's classification.
-4 □ Sub S Corporation
16-1 □ Partnership with spouse
-5 □ Regular Corporation
-2 □ Partnership with others
-3 □ Sole Proprietorship
-6 □ Other
Are you planning to start a business or open a practice?
(CHECK ALL THAT APPLY.)
17-1 □ Yes, in the next year
-4 □ Undecided at this time
-2 □ Yes, in next 2 yrs.
-5 □ No
-3 □ Yes, in next 3 yrs./more-6 □ Previously had; closed/sold

In the past 12 months: A) How many business trips have you
taken by air within the U.S.? and B) How many nights did you
spend in a hotel or motel in the U.S. for business purposes?
(PLEASE WRITE IN NUMBER OR “0” FOR EACH QUESTION.)
A)___ # of business trips taken by air
(18-19)
B)# of nights spent in hotel/motel for business (20-22)

On average, how much do you spend for a night in a hotel/
motel when traveling on business?
23-1 □ Under $40
-3 □ $75 - $99
-2 □ $40 - $74
-4 □ $100 or more

Marital status: 46-1 □ Married
-2 □ Single
Age:
-5 □ 45-54
-3 □ 25-34
47-1 □ Under 18
-6 □ 55-64
-4 □ 35-44
-2 □ 18 - 24
-7 □ 65 or over

3.

4.

5.

What is the highest level of formal education you have completed
to date? (CHECK ONLY ONE.)
48-1 □ Graduated high school
-3 □ Post grad degree
-2□ Attended/Graduated college -4 □ Doctoral degree
How many members of your household, including yourself,
are within each of the following age groups? (PLEASE
WRITE IN NUMBER OR “0” FOR EACH CATEGORY.)
Over 18 years(49) Under 18 years(50)
Please check the range, before taxes in 1988, of a) your
total household income (including salaries, dividends,
bonuses, capital gains, profits, etc.) from all household
members, and b) your own individual employment income
(including salary, dividends, bonuses, profit sharing, etc.).
a. Total Household b. Individual
Under $15,000 ...................
$15,000 - $19,999 .............
$20,000 - $24,999 .............
$25,000 - $29,999 .............
$30,000 - $34,999 .............
$35,000 - $39,999 .............
$40,000 - $49,999 .............
$50,000 - $74,999 .............
$75,000 - $99,999 .............
$100,000 - or more...........

51-1
-2
-3
-4
-5
-6
-7
-8
-9
-0

□
□
□
□
□
□
□
□
□
□

52-1
-2
-3
-4
-5
-6
-7
-8
-9
-0

□
□
□
□
□
□
□
□
□
□

[80-1]

9

Please indicate your level of involvement with the following business purchases or leases made for your company and your home.
Plan To
Own
Not
Plan To
Suggest/
Approve/
(CHECK ALL THAT APPLY.)
Purchase For
At
Involved
Purchase
Authorize
Evaluate
Home
For Work
Home
For Work
For Work
For Work
34-1 □
32-1 □
30-1 □
28-1 □
26-1 □
24-1 □
Electric typewriters........................................
-2 □
-2 □
-2 □
-2 □
-2 □
-2 □
Typewriters with screen/memory..................
-3 □
-3 □
-3 □
-3 □
-3 □
-3 □
Word Processors ..........................................
-4 □
-4 □
-4 □
-4 □
-4 □
-4 □
Personal computers-Word processing only . .
-5 □
-5 □
-5 □
-5 □
-5 □
-5 □
Personal computers-AII other functions........
-6 □
-6 □
-6 □
-6 □
-6 □
-6 □
Software/printers............................................
-7 □
-7 □
-7 □
-7 □
-7 □
-7 □
Fax ................................................................
-8 □
-8 □
-8 □
-8 □
-8 □
-8 □
Copiers..........................................................
-9 □
-9 □
-9 □
-9 □
-9 □
-9 □
Telephone systems........................................
-0 □
-0 □
-0 □
-0 □
-0 □
-0 □
Long Distance Service..................................
-x □
-x □
-x □
-x □
-x □
-x □
Temporary help..............................................
-y □
-y □
-y □
-y □
-y □
-y □
Mail/Delivery services....................................
35-1 □
31-1 □
33-1 □
29-1 □
27-1 □
25-1 □
Office Supplies..............................................
-2 □
-2 □
-2 □
-2 □
-2 □
-2 □
None of the above ........................................
Thank you for your help on this important project. Your answers are invaluable to us.
Please return the completed questionnaire to:
BETA RESEARCH CORPORATION, 6400 Jericho Turnpike, Syosset, New York 11791

The Committee’s Charge
The Joint Committee was appoint
ed in October 1986 and was charged
by the AWSCPA and ASWA Presi
dents to review the content and to
study the financial aspects of The
Woman CPA (TWCPA). The objec
tive of the study and review was to
determine whether the journal could
be more valuable to each organiza
tion and, in light of that objective,
the committee was asked to:
1. Define the purpose of The
Woman CPA
2. Define the editorial policy (con

tent)
3. Define the financial objective
of The Woman CPA
4. Review all financial aspects (for
example, advertising) of the
journal with recommendations
to the two organizations on how
to meet the financial objective
in keeping with the purpose
and editorial policy of The
Woman CPA
5. Review the cover
The committee has considered the
items enumerated above.
The Study Process
The approach used by the commit
tee included focused investigations,
committee deliberations, reviews of
the work of prior groups, and con
sideration of responses to reports
presented to the boards and members
of the sponsoring organizations.

Focused Investigations
Because of the magnitude of the
work to be accomplished, the com
mittee divided the scope of its study
into four broad areas of investigation:
content, appearance, management,
and financing. Each committee mem
ber assumed overall responsibility
for investigating one of the four areas
of concern. These focused investiga
tions included, among others, the fol
lowing activities:
a. Each committee member classi
fied the articles in eight issues
of The Woman CPA according
to the committee member’s per
ception of the content of the
article.
b. Four national accounting jour
nals were reviewed and com
pared and contrasted with The
Woman CPA.
c. Nine accounting journals pub
lished by state societies were
reviewed and compared and
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contrasted with The Woman
CPA.
d. The media kits of three national
accounting journals were re
viewed and compared and con
trasted with The Woman CPA.

Committee Deliberations
The committee met six times: Sep
tember 1987 in New York, January
1988 in Atlanta, April 1988 in Chi
cago, October 1988 in Indianapolis,
January 1989 in Dallas, and June
1989 in Washington, D.C. At these
meetings, the committee heard re
ports from individual committee mem
bers and deliberated matters related
to the four areas of concern.

Review of the Work
of Prior Groups
The committee referred to prior
studies, correspondence files, and
The Woman CPA Policy Manual (re
vised 1982) when questions arose
concerning proposed courses of ac
tion. The purpose of exploring the
history of the journal was to deter
mine what policies, if any, had been
established in prior years.

Reports to the
Boards and Members
An interim report was presented
to the ASWA and AWSCPA boards
in September 1988. That report was
also presented to AWSCPA/ASWA
members at the opening session of
the Joint Annual Meeting in Indian
apolis on October 20,1988. The com
mittee also met with the presidents,
presidents-elect, and past presidents
in Indianapolis. Additionally, the
boards have been informed about the
committee’s activities through writ
ten reports submitted at year end.

Definitions

Purposes of TWCPA
1. To provide useful information on
accounting and management top
ics to the members of AWSCPA
and ASWA.
2. To provide general information
regarding the accounting profes
sion and the professional woman
accountant to our memberships.
3. To serve as a promotional vehicle
for women in accounting and for
the two organizations.
4. To provide an opportunity for
members of AWSCPA and
ASWA to publish.

Editorial Policy
1. Prior editorial policy has been
reviewed, and a definition of cur
rent editorial policy is evolving
from an on-going review of con
tent. A final definition of edito
rial policy has not been reached,
but it is agreed that this policy
must achieve the purposes and
goals identified.
2. In order to achieve the purposes
of this journal as identified, the
final definition of content should
be guided by the following recom
mendations and/or actions:
a. It is recognized that every
article in each issue will not
appeal to each member. A
realistic goal, however, is for
each issue to have among the
selections published that quar
ter at least one article of inter
est to members in the various
fields.
b. Because of the need to serve
the diverse interests of the
membership, the special fea
tures section has been identi
fied by the committee as very
important, and improvement
in the process of acquiring
quality manuscripts in this
area should have priority.
c. Additionally, the committee
has approved a policy to per
mit the reprinting of articles
that have been published else
where and has encouraged de
partment editors to select arti
cles and to contact publishers
about reprinting.
d. Finally, an individual has
been recruited to write a onepage careers column for each
issue.
3. The Committee has agreed tenta
tively that the journal should con
tinue the present policy of blind
referee of articles submitted. In
addition, the Committee recom
mends that articles that are soli
cited for publication in TWCPA
also go through the blind referee
process to assure consistent qual
ity.
The Committee recognizes that a
final decision on the blind referee
process should not be made until
after the review of the content is
completed and editorial policy is
developed.

Financial Objective
1. The Committee has agreed that

the journal should operate on a
breakeven basis; that is, ideally
the journal should not incur a loss
nor provide a profit for the two
organizations in excess of the dues
designated for subscriptions to
The Woman CPA.
2. The financial objective statement
that a breakeven basis is de
sirable does not indicate that the
Committee recommends no
change in the financial area. The
Committee agrees that signifi
cant improvements need to be
made to the journal to include the
use of more color, improved lay
out, better illustrations, etc. To
aid in the funding of these improve
ments, the Committee recom
mends the solicitation of funds
for an Enhancement Fund.
Reviews

Financial Aspects

tising for The Woman CPA.
c. The media kit has been re
viewed and has undergone a
complete revision. Bids on
printing the revised media kit
have been requested.
3. The Committee has instituted a
$20 fee for submission of manu
scripts to TWCPA for review.
The manuscript submission fee
does not apply to manuscripts
that are solicited by the staff, and
the fee is waived for AWSCPA
and ASWA members.

Cover
1. A new design for the cover has
been prepared by a commercial
artist. Decisions on implement
ing the cover design relate to the
dollars available for publication
of the journal, and the adoption of
the new cover must be deferred
until bids on printing costs are
obtained.

1. To obtain the objective of a break
even basis at the same time that
Recommendations
improvements in appearance in
the journal were being undertak
Recommendations summarized
en, it was necessary to contain
here are divided to indicate the
costs since additional revenue
groups to whom they are directed;
could not be generated immedi
namely, 1) the AWSCPA/ASWA
ately. Cost containment was
Boards and 2) the Joint Executive
achieved by reducing the number
Committee (JEC). Recommendations
of pages in each issue and by
previously forwarded to the
using a self cover. These changes
AWSCPA/ASWA Boards in an inter
made it possible to add an addi
im report have been acted upon by
tional color on the front cover and
those Boards. Recommendations to
to increase illustrations and
the JEC are intended to facilitate the
graphics.
continuance of the work begun by
the Committee.
2. The Committee agreed that in
creased advertising is the key to
To the AWSCPA/ASWA Boards:
improving the quality and pro
duction of the journal and that
1. AWSCPA and ASWA are to ap
any revenues provided by in
point a Director from their respec
creased advertising would be
tive boards to specifically serve
used to improve the physical pre
as a member of the JEC.
sentation of the journal and to
2. It is further recommended that
upgrade the quality. Significant
the Directors from the two organ
attention has been given to iden
izations serve a two-year term in
tifying ways to increase advertis
the position and that the terms
ing for TWCPA.
start in alternate years. Second,
To this end, the following actions
the Director from each organiza
have been taken:
tion would chair the JEC in the
second year of her appointment
a. A contract has been signed
with the initial chairperson to be
with Business Women Lead
selected by the two presidents.
ership Media, Inc., to supply
4-color advertising inserts for
3. Appointment of the directors
each issue.
from the two organizations should
place in the 1989-90 year.
b.
A placement ad has been pretake

pared for insertion in The
4. On June 30,1989, the Joint Com
Woman CPA, The AWSCPA
mittee will be phased out with the
Newsletter, and the ASWA
proviso that prior to its disso
Coordinator to recruit a com
lution it must provide TWCPA
missioned advertising repre
Joint Executive Committee with
sentative to solicit print adver
a plan to complete the review of

TWCPA.
5. On July 1,1989, responsibility for
policy development and strategic
planning for TWCPA will be as
signed to an Executive Commit
tee to include:
TWCPA Director - ASWA
TWCPA Director - AWSCPA
TWCPA Editor
TWCPA Associate Editor
TWCPA Business Manager
TWCPA Treasurer
6. It is recommended that TWCPA
Joint Executive Committee meet
at the Joint Annual Meeting
(JAM) each fall and that this inperson meeting be followed by a
meeting with the editorial staff of
TWCPA to include all Depart
ment Editors and that editorial
board members would be encour
aged to attend.
It is recommended that all indi
viduals accepting associate edi
tor and department editor posi
tions agree to attend JAM in
order to participate at the meet
ing of TWCPA Joint Executive
Committee and editorial staff.
The purpose of this meeting
should be to provide a productive
planning time for the coming
year.
7. The Editor is to be appointed by
the Presidents of the two organi
zations in consultation with the
JEC.
All other staff appointments are
to be made in the initial phase-in
year by the Chair, the Directors,
and the Editor; in subsequent
years, by the Directors and the
Editor.
Since TWCPA volumes run from
January 1 to December 31, a
calendar year, staff appointments
should be for a calendar year.
8. Review and approval of the an
nual budget of TWCPA should be
delegated to the JEC.
9. The AWSPCA/ASWA Presi
dents should assist the JEC in the
preparation of a list of influential
positions for the purpose of send
ing complimentary subscriptions
to the persons holding those posi
tions.

To The Woman CPA
Joint Executive Committee:
1. It is recommended that the organi
zational structure of The Woman
CPA showing staff positions, lines
of authority, and reporting re
sponsibilities be delineated. ►
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In preparing the organization
chart, the JEC should consider
the desirability of adding, chang
ing, or eliminating staff positions.
Specifically, before the end of the
1989-90 year the JEC should re
view the treasurer and business
manager roles and make recom
mendations concerning these posi
tions.
Furthermore, it is recommended
that current job descriptions be
prepared for each staff position
on the organization chart.
2. Each year, the activity report of
the associate editor-manuscripts
and of each department editor
should be reviewed by the Direc
tors in consultation with the Edi
tor. (In the initial phase-in year,
the review should be done by the
Chair and the Directors in con
sultation with the Editor.) This
review should be completed be
fore staff appointments are made
for the next year.
The JEC should revise and mod

ify the activity reports of the
associate editor-manuscripts and
the department editors until a
meaningful reporting form is de
veloped.

3. It is strongly recommended that
the JEC be knowledgeable about
the budget process and under
stand the development of all
amounts on the budget prior to
approving each year’s budget.
Budget revisions will be reviewed
and approved by the JEC.
Budgeted excess expenditures
over revenues will continue to be
approved by the two boards.
4. A review should be made of the
colleges and universities that
were on the complimentary sub
scriptions list and have not paid
to have their subscriptions con
tinued.
Following the review, the JEC
should make recommendations to
the AWSCPA/ASWA Boards con
cerning any request to the

5.

6.

7.
8.

AWSCPA/ASWA Educational
Foundation for funding of com
plimentary subscriptions.
It is recommended that a list of
titles of individuals holding influ
ential positions be prepared. The
JEC then should recommend to
whom complimentary subscrip
tions of TWCPA should be sent.
The JEC should monitor and up
date the list as persons holding
the positions change.
It is strongly recommended that
the JEC continue to work toward
the printing of the revised media
kit. Distribution of the revised
media kit should begin as soon as
possible, and the coordinated de
signs for TWCPA cover and sta
tionery should be adopted as soon
as possible.
The JEC should strive to increase
advertising revenues.
The policy manual should be
revised/ rewritten.

Lillian C. Parrish, Ph.D., CPA, Chairman
University of Central Arkansas
Conway, AR
Maryann Correnti, CPA
Arthur Andersen & Co.
Dallas, TX

Peggy Dodd
U.S. Department of Health
and Human Services
Washington, D.C.

Gayle Powelson, CPA
Hunter-Melnor, Inc.
Memphis, TN

Nancy Tang
Portland State University
Portland, OR

September 1989

WANTED
Commissioned Advertising Representative
The Woman CPA seeks a highly motivated individual to serve as commissioned
advertising representative for the journal. Our goal is to increase the quantity and
quality of advertising with the help of a commissioned Advertising Representative,
who will initiate contacts with national advertisers to solicit print advertising. If you
are intere
sted in this position, or if you know of a client or an associate who would be
interested, please contact Denise Coburn — work (813) 289-4886,
home (813) 837-2753.
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Career Cues
A New Track for Women CPAs
Necessity, they say, is the mother
of invention, and that is certainly
true where the concept of “parent
tracking” is concerned. The term
“mommy tracking” has been widely
used, but we decided at Robert
Half International that parent
tracking more accurately reflects
the fact that there are also daddies
who elect to take advantage of this
new career track.
Parent tracking is a term that
will be familiar to most readers of
this magazine. For those
unfamiliar with it, however, it is a
management concept to allow
professional, career-oriented
parents to achieve success in their
careers but on a slower “track” that
allows them more time for their
parallel roles as mothers and
fathers. Generally, it involves
offering employees the opportunity
to work fewer or more flexible
hours in order to spend more time
raising children.
There are those who debate
whether the parent track option
actually appeals to a majority of
men and women in the American
workforce. It evidently does,
according to an independent
national study we recently
commissioned. We asked 1,000 men
and women whether they would
sacrifice rapid career advancement
in order to spend more time with
their families. Nearly eight out of
ten said they would.
Seventy-eight percent of those
responding to the survey chose the
slower, family-oriented career
track, and two out of three said
they would be willing to reduce
their work hours — and salaries —
an average of 13 percent in order to
gain more family and personal
time.
I was especially interested in
another finding from this study:
only one-third of all the men and
women surveyed said they would be
likely to accept a promotion if it
required them to spend less time
with their families.
The proverbial handwriting is on

the wall: skilled and qualified
professionals who are also parents
must be offered opportunities to
successfully fulfill both roles.
It is, of course, good and decent
when the management of public
accounting firms or of other
companies seek to accommodate the
personal needs of employees.
Nevertheless, economic and
managerial necessity is largely
responsible for the concept of
parent tracking. A look at our
nation’s demographics and labor
picture explain why the need for
parent tracking has arisen.
The Conference Board, a leading
New York research group,
indicates that the fastest growing
segment of the workforce is women
with pre-school children.
Furthermore, 65 percent of
mothers with children under 18 are
working — three times as many as
in 1960. Clearly, dual-income
families with children are here to
stay.
In addition, many of today’s baby
boomers are looking for more
fulfillment in their family lives, as
evidenced by our survey. Combine
this with the shortfall of some 23
million workers in the United
States in the next decade and the
message to American business
becomes clear: respond to the needs
of millions of workers with flexible
work options like the parent track
or lose a major portion of your
labor pool. In the coming decade,
progressive firms in accounting
and in other industries that do
respond will be far more
competitive in attracting and
keeping valuable employees than
those who do not.

Harold M. “Max” Messmer, Jr., is
chairman and CEO of Robert Half
International Inc. Robert Half and
Accountemps divisions specialize in
permanent and temporary placement of
accounting, financial, tax and data
processing personnel.

By Max Messmer

To more specifically address the
readers of this column and
magazine, more than half of today’s
accounting and MBA graduates are
women. Firms such as Arthur
Andersen and Touche Ross are
keenly aware of this. At Arthur
Andersen for example, it may take
a“parent tracker” 15 years to
become a partner versus the
traditional 11 years.
Joel S. Koenig, managing
partner of Touche Ross’s Century
City, California, office was recently
quoted as saying, “Twenty years
ago, women in accounting were few
and far between. Not today. More
than 50 percent of the people we
hire these days are women, maybe
even more. We’re trying to be
responsive and flexible. So many of
our best people are women — we
want to keep them and recruit
more of them. The parent track
concept allows us to do that.”
Interestingly enough, the need to
provide more flexible routes to
career success coincides with the
phenomenal growth in the number
of temporary workers. There were
6.5 million temporary workers in
the United States in 1988.
Temporary workers are no longer
only those filling lower-level jobs.
Top-level professionals, including
accountants and financial
executives, are increasingly
choosing to work on a temporary
basis because of the flexibility it
provides. We’re seeing this in our
Accountemps and Executive
Corner divisions.
The growing need to fill crucial
jobs in accounting and other
professions has spawned greater
interest in the use of temporary
workers as well as in flexible work
options — both of which allow
employees to combine successful
careers with successful parenting.
Simply put, the need to attract and
keep good people has “invented” the
parent track. And while it is
relatively new as a management
tool, it will, again of necessity, grow
in importance and utilization.
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Index

Reviews
Editor: Jewell Shane,
Lewis-Shane CPA, Cincinnati, OH 45202
Essentials of
Partnership Taxation
Author:
Paul R. Erickson
Publisher: Prentice-Hall, Inc.
Length:
83 pages
Copyright: 1989
Price:
$14.00

Book:

This useful primer presents the
basics of how tax law affects
partners and partnerships.
Designed primarily to be used as
an educational tool, the short
volume can also serve as a resource
for the practitioner. It is divided
into three main parts: (1) a logical
outline of tax rules governing
partners and partnerships, (2)
questions that assist the reader in
understanding each segment of the
outline, and (3) answers to the
questions.
Portions of the outline explain
partnership characteristics,
formation, interests, liabilities,
allocations, losses, terminations,
“hot” assets, and distributions
(both proportionate and
disproportionate). Other segments
deal with family partnerships,
transactions between partners and
partnerships, transfers of
partnership interests, payments to
retired and deceased partners, and
special basis adjustments.
Each topic is itself outlined in
depth. For example, the discussion
of proportionate distributions is
divided into current and
liquidating distributions, with
additional remarks covering the
character and holding period of
assets distributed. Examples
illustrate difficult concepts in
terms the reader can understand.
Topics are also well documented,
offering Internal Revenue Code and
Treasury regulation citations (upto-date through the Technical and
Miscellaneous Revenue Act of
1988), important cases, and revenue
rulings.
The volume does not shy away
from related considerations such as
passive losses and at-risk rules.
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When relevant, these are included
along with relevant citations. Such
rules are also covered in the
question and answer sections of the
book.
Practitioners will appreciate the
ease with which almost any aspect
of tax treatment for a partner or
partnership can be found and a
basic understanding garnered.
Citations point the way to
additional material for those who
require it, and detailed questions
and answers near the end of the
volume offer additional
enlightenment. The book could be
used for in-house continuing
education programs or simply used
to add depth to a firm’s library.
Educators will benefit not only
from the questions and answers
provided but also from a table in
the preface which correlates this
book to relevant pages and chapters
of books by other leading
partnership authorities. Students
could use Erickson’s book as a
supplement to a partnership tax
course or to any course offering a
partnership segment.
Although the book is designed to
brief, later editions could benefit
from the use of graphics, such as
flowcharts, to illustrate
particularly complex points and
from the inclusion of an index,
which would save the user time in
locating specific rules. A detailed
table of contents currently takes
the place of an index.
Despite these minor
shortcomings, Essentials of
Partnership Taxation packs a great
deal of well-documented
information into a small size and
presents it in a way that benefits
any practitioner or educator. It is a
worthwhile addition to the desk or
bookshelf.
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When it comes to
personnel services that
specialize in filling
accounting, bookkeep
ing and data proces
sing positions, Robert
Half is in a class by itself.
PERFORMANCE

Robert Half pioneered the
concept of a specialized
personnel service over 40
years ago. Every year
since then we’ve contin
ued to do what we do
best: finding top-notch
financial executives,
accountants, book
keepers and data pro
cessing professionals
to meet our clients’
specific needs.

Take away
our 40 years
of specialized
experience,
wide range of
contacts and
145-office network...
and we’re no
different than
any other
personnel recruiter.

CREDENTIALS

When you contact
our Placement Man
agers, you can be
confident that you’re

• • • respon
sible people who
have solid creden
tials. They’re
specialists at
what they do. So
it makes no difference
what combination of skills
you need, or
how tough the
job require
ments are, they will find
appropriate candidates for
you to interview.
But don’t take our word
for it. In a national indepen
dent survey, personnel
directors rated Robert Half
the best service of its kind
— 4 to 1 over the runner-up.
NETWORK

With Robert Half, you have
the upper hand in locating
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hard-to-find
professionals.
That’s because
our interna
tional net
work of 145
offices provides
us with a tremendous range
of contacts. So we can quick
ly find the best employees
for you—whether they’re
around the corner or
around the world.
INTEGRITY

A lot of companies talk
about their integrity.
At Robert Half, we demon
strate it. No matter how
many times you call us, or
how many people we send
you, there is no charge
unless you hire one of our
candidates.
All in all, it’s no surprise
that we’re the leader in
specialized personnel
recruiting. More executives
use us because more
executives trust us.
So if you’re try
ing to find an expert
financial, accounting,
bookkeeping or data
processing employee,
look no further. Call
Robert Half and you’ve
found the best.
Please check local
listings for the
Robert Half office
nearest you.

ROBERT
HALF
Look no further.

